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Each  number  contains  a special  of  some  Sound  Currency  question 


“ 77te  llepuhlican  party  is  nnreserredly  for  sound  money.  We  are  luialierably 
opposed  to  every  measure  calculated  to  debase  our  currency  or  impetir  the  credit  of  our 
country,  * 

**  llic  existiny  gold  standard  must  be  preserved  ” — Republican  Xational  Platform. 

Jo  this  long-established  Democratic  policy  iceadhere,  and  insist  upon  the  maintenance 
of  the  gold  standard. 

We  denounce  the  further  maintenance  of  the  present  costly  patchwork  system  of 
national  paper  currency^* — Xational  Democratic  Piatform. 


PROPOSALS  FOR  CURRENCY 

REFORM.* 


'Wai.teu  Stuart  Kf.t.t.u.v, 


THE  HEAL  GEIEVANCE 

GENERAL  DEMAND  FOR  REFORMATION 

LESSONS  OF  EXPERIENCE  IN  BANKING 

Features  of  Bank  Currency  Developed  Prior  to  the  National  Bank 


Subsequent  Development 7 

OUR  LEGAL  TENDER  GREENBACK  CURRENCY 8 

LACK  OF  ELASTICITY 10 

SUMMARY 13 

DISPOSITION  OF  THE  GREENBACKS U 

Issue  of  Treasury  Notes  Interconvertible  with  Government  Bonds  14 


* Note — To  stimulate  au  intelligent  discussion  of  the  various  aspects  of  our  currency 
question,  the  Sound  Currency  runiniittee  has  determined  to  put  before  the  iniblic  in  this 
series  several  of  the  recently  proposed  plans  of  reformation.  One  of  these  appears  in 
this  issue  and  others  will  follow.  The  Committee  takes  this  stej)  witlimit  coiiimit- 
liiig  itself  lo  either  of  the  plans  presented;  hut  with  the  hope  that  the 
discussion  thereby  stimulated  may  be  productive  of  much  good.— Sound  Currency 
Committee. 
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PROPOSALS  FOR  CIJRREXCY  REFOR.^. 

That  c nr  present  currency  system,  or  lack  of  system,  is  bad  few  will  deny. 
It  IS  riglitl  r characterized  a “ costly  patchwork.”  The  ntted  of  a radical  i*eform 
is  urgent.  The  sound  money  cause  gained  but  one  step,  though  an  important 
one,  bv  a i ictorv  over  free  silver. 

So  Ion  5 as  our  in-esent  iniquitous  legal  tender  jiaper  is  maintained,  so  long 
will  its  inj  istice  breed  financial  heresies.  So  long  as  this  “ costly  2iatchwork  ” 
system  is  i stained,  so  long  will  financial  jianics  and  business  disasters  return  to 
vex  the  coi  intry.  The  only  Avay  to  jj revent  their  frequent  recurrence  is  to  continue 
the  sound  money  crusade  till  a radical  and  thorough  reform  of  our  financial  svs- 
tern  gives  is  forms  of  currency  that  will  equably  meet  the  ever-varying  require- 
ments of  o ir  complex  business  life. 

For  tl  e dominant  party  the  opj^ortunity  is  a grand  one,  which,  imi>roved, 
will  mark  ihe  beginning  of  a new  ejjoch  of  unexampled  ]>rosi)erity  and  gain  for 
itself  a lo  ig  lease  of  i^ower  at  the  hands  of  a grateful  j>eople.  Should,  how- 
ever, this  < iq>ortuuity  of  a generation  be  frittered  away  in  an  unseemly  and  inef- 
fectual sqr  abide  over  the  tariff,  its  lease  of  power  will  be  short ; it  will  again  give 
place  to  a mrty  that  at  least  would  ijromise  better  things. 

THE  REAL  GRIEVANCE. 

The  fi-  lancial  vagaries,  reaching  their  climax  in  the  greenback  and  free  silver 
heresies,  t lat  have  i3revailed  so  extensively,  are  but  the  evidence  of  something 
fundament  dlv  wrong  in  our  financial  system. 

Therersou  for  the  continual  demands  from  the  West  and  South — the  breed- 
ing groun  I of  financial  heresies — is,  that  they  need  more  money,  because  our 
present  foi  ms  of  currency  do  not  ijenetrate,  jilentifully,  large,  si^arsely -settled  dis- 
tricts. Fr  >m  these  sections  come  the  bulk  of  the  i^eriodical  cnqis  ; the  demand 
for  money  to  harvest  and  move  them  causes  a scarcity  that  our  2>resent  forms  of 
money  are  not  elastic  or  automatic  enough  to  siq^tdy. 

Those  ] »arts  of  the  country  that  have  felt  most  severely  the  limitations  of  our 
present  cu  .-rency  system  are  the  ones  most  thoroughly  impregnated  with  the  free 
silver  man  a.  Give  the  country  a currency  that  will  acce23tably  meet  the  wants 
of  trade,  a ad  the  cry  for  free  silver  will  cease.  A real  grievance  exists.  This 
has  been  aimed  to  account  by  the  silver  mine-owners,  who  have  assiduously 
cultivated  the  idea  that  the  trouble  is  caused  by  the  gold  standard,  and  that  free 
silver  is  tL  e only  remedy.  The  cry  for  free  silver  is  sim23ly  the  demand  for  a rem- 
edy ; suffe  rers  have  been  cunningly  deceived  as  to  the  cause  of  their  ills  and  the 
name  of  tl  le  remedy. 

The  go  d standard  has  by  its  enemies  been  made  to  bear  “ the  odium  of  events 
for  Avhich  t is  not  res23onsible,”  The  peo2Jle  Avho  siifler  this  grievance  of  scarce 
funds,  thii  grievance  of  dear  money,  and  who  sincerely  advocate  free  silver,  are 
mistaken  is  to  the  cause  ; they  have  listened  to  false  advice,  they  have  been 
misled.  I ts  enemies  have  attributed  to  the  gold  standard  ill  effects,  for  which 
the  curren  3v  is  alone  resijonsible.  The  gold  standard  has  not  been  the  cause  of 
their  finau  3ial  ills  ; it  has  been  the  victim  of  them  ; it  has  been  falsely  made  the 
sca23egoat. 

The  re;  ult  of  the  campaign  would  not  have  been  so  long  in  doubt  had  the 
sound  moi  .ey  advocates  taken  the  right  ground  at  the  outset.  There  is  a cause 
behind  all  this  hue-and-cry  over  monetary  matters  ; it  is  not  all  idace-hunting, 
buncombe,  or  demagogism.  The  mistake  of  the  sound  money  cam2iaign  has 
been  in  nc  t acknowledging  this  fact,  and  clearly  and  emphatically  23lacing  the 
blame  upc  n the  currency  system,  where  it  belongs.  The  silver  element  has  cun- 
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ningly  led  the  sound  money  side  into  a false  2iosition,  into  a defense  of  the  single 
gold  standard.  This  gold  standard  needs  no  defense.  Acknowledge  rather  the 
evident  fact  that  there  are  just  grounds  for  com23laiut,  but  fix  the  blame  where 
it  belongs  ; show  it  to  be  a direct,  logical  and  inevitable  result  of  our  currency 
system,  and  the  gold  standard  will  take  care  of  itself.  That  this  course  was  not 
taken  is  doubtless  because  the  sound  money  advocates  were  not  united  on  any 
remedial  measure.  Here  was  the  weak  2't)iiit  of  the  sound  money  cause  ; to 
sustain  the  gold  standard  is  but  the  ste2)ping-stone  to  sound  money. 

The  free  silver  element  was  2)roui2)t  to  2^erceive  the  weakness  of  the  gold 
advocates  on  this  2Joiut  and  taunted  them  with  offering  no  remedy  for  financial 
ills,  saying  in  the  same  breath,  “ We  do  offer  free  silver  at  the  ratio  of  10  to  1 as 
the  reined V.” 

The  basis  of  the  sound  money  campaign  was  the  declaration  that  the  existing 
gold  standard  must  be  preserved,”  but  it  should  have  been  distinctly  understood 
that  this  declaration  did  not  commit  its  advocates  to  the  maintenance  of  the 
l^resent  currency  system.  This  the  adv’ocates  of  the  gold  standard  have  not  been 
sufficiently  careful  in  emi)hasizing.  One  is  the  measiire,  the  standard  ; the  other 
is  simply  a substitute,  that,  as  a circulating  medium,  is  more  convenient,  handy, 
and  cheaper  for  the  ordinary  every-day  needs  of  business  ; something  to  be  re- 
modeled if  it  proves  inadequate,  as  our  jn'esent  currency  admittedly  is, 

GENEEAL  DEMAND  FOR  REFORMATION. 

Indeed,  most  realize  its  inadequacy  to  satisfy  the  business  requirements  of 
the  country,  and  many,  if  not  a majority  of  the  leaders  of  the  sound  money  cause 
advocate  currency  reform. 

The  sound  money  cause  will  not,  in  the  nature  of  things  it  cannot,  be  fully 
established  till  a I’eform  is  effected.  A few  quotations  from  recent  utterances  on 
the  monetary  question  will  show  that  this  view  is  widely  held  ; they  present,  too, 
in  forcible  language  some  of  the  evils  of  our  jn'esent  currency  system. 

‘‘They  [greenbacks]  act  as  a constant  menace  to  the  credit  of  the  Govern- 
ment, and  serve  as  a precedent  and  as  an  encouragement  to  further  prostitutions 
of  State  i)owers  to  semi-banking  functions.  The  notes  are  the  more  dangerous 
because  of  their  legal-tender  quality,  which  constitutes  them  the  chief  element 
/ in  bank  reserves  and  a monev  of  final  settlement  that  surrounds  investments  Avith 

c/ 

* the  greatest  uncei'tain*ies.” — “Our  Pai)er  Currency,”  W.  Dodsworth. 

“We  recognize  the  fact  that  the  existing  currency  system  of  the  United 
States,  created  in  a period  of  national  stress,  is  not  based  upon  sound  and  scien- 
tific princiides,  and  requires  serious  revisions  to  adapt  it  to  the  needs  of  com- 
mei’ce  and  production” — Proposed  for  National  Democratic  platform  at  Indian- 
apolis, by  0.  A,  Conant,  Massachusetts  delegation. 

“The  Bank  Act  was  a Avar  measure,  for  Avhich  it  served  a most  useful  pur- 
pose. Far  be  it  from  the  Avriter  to  iindeiwalue  its  merits,  but  it  is  not  adapted  to 
the  conditions  of  peace  and  of  progressiA^'e  iiulustry.  Under  its  restrictions  great 
sections,  especially  in  the  South,  are  dej^rived  of  the  banking  facilities  Avbich 
they  need.” — EdAvard  Atkinson. 

“ The  people,  esi^ecially  in  the  rural  districts,  haA’e  a just  grieA*ance.  It  is 
due,  in  large  part,  to  the  narrowness  of  our  national  banking  svstem.  With  the 
limitations  noAV  placed  upon  this  system,  no  facilities  ai*e  afforded  to  the  agricul- 
tural classes  for  short  loans  upon  their  real  estate,  so  much  needed  during 
jdanting  and  harvesting  seasons  each  year. 

^ In  our  section  they  would  have  willingly  accepted  even  a conditional  repeal 

of  the  tax  upon  State  banks  as  a substitute  for  free  coinage  of  sih'er.  ” — Hoke 
Smith,  ex-Secretary  of  the  Interior. 

“ In  my  judgment  the  gi’eatest  defect  in  our  present  financial  system  is  its 
lack  of  elasticity. 

^ “The  demand  for  money  in  this  country  is  so  irregular  that  an  amount  of 
circulation  Avhich  aauII  be  ample  during  ten  months  of  the  year  Avill  freijuently 
prove  so  deficient  dur  ng  the  tAvo  other  months  as  to  cause  stringency  and  com- 
mercial disaster.  The  crops  of  the  country  have  reached  proportions  so  im- 
mense that  their  moA’ement  to  market  in  August  and  September  annually  causes 
a dangerous  absorption  of  money.  The  lack  of  a sufficient  supply  to  meet  the 
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demands  during  those  months  may  entail  heavy  losses  upon  the  agri- 
swell  as  upon  other  business  interests.’’ — Wm.  Wiudom,  Secretary  of 
ury,  report  ISUO. 

le  banking  system  similar  to  those  eujoyed  by  all  other  civilized  ])eoiile 
ie  the  jdace  of  the  present  l)rokeu-down  *•  thing  of  shreds  audi)atches” 
h we  now  tlounder  along.” — John  E.  llussell. 

5 real  sound-money  reform,  which  consists  in  imparting  elasticity,  cheair- 
ty  and  abundance  to  our  paper  currency,  is  not  even  inn)lied  in  a mere 
n against  free  silver  or  in  favor  of  a gohl  standard.  This  can  be  accom- 
idy  through  a reform  in  our  banking  system — a reform  that  shall  make 
currency  subject  to  daily  coin  redemption,  take  the  Government  out  of 
ng  business,  break  the  ‘endless  chain’  which  makes  possible  unseemly 
1 the  United  States  Treasury  for  gold  to  pay  i>rivate  obligations  to  for- 
111  short,  a return  to  the  Hamiltonian  fiscal  policy.  ” — Urom  “ Gunton’s 


itions  of  the  same  tenor  could  be  gi’eatly  multiplied  ; but  these  will 
v'idence  the  widesi)read  condemnation  under  wliich  our  currency  system 
. For  the  last  three  years  sentiment  has  been  gradually  crystallizing  in 
urrency  reform  ; more  and  more  people  are  coming  to  realize  that  our 
g medium  is  wretchedly  inadequate  to  satisfy  the  complex  and  continu- 
ing monetary  requirements  of  this  great  and  growing  country.  This 
has  now  made  sufficient  progress  to  force  the  following  demand  in  a 
-arty  platform  : 

assert  the  necessity  of  such  intelligent  currency  reform  as  will  confine 
nment  to  its  legitimate  functions,  comidetely  separated  from  the  bank- 
^ss,  and  aftbrd  to  all  sections  of  our  country  a uniform,  safe  and  elastic 
rency  under  Governmental  supervision,  measured  in  volume  by  the 


)usiness. 


Souu  thing  must  be  radically  wrong  when  money  can  hardly  be  obtained  at 
12  per  ce:  it.  in  sparsely-settled  communities  of  the  West  and  South  when  it  is  a 
drug  ill  lhe  money  centres  at  4 per  cent.  Is  it  a wonder  that  from  the  former 
localities  there  comes  a cry  for  “more  money”;  that  they  first  call  for  more 
greenbac’is,  then  clamor  for  the  repeal  of  the  State  bank  tax,  and,  finally,  rally 
round  th<  free-silver  cry  ? In  these  iilaces  there  is,  at  certain  seasons,  an  actual 
dearth  of  money  ; business  transactions  are  cripiiled  for  the  lack  of  it ; money  to 
move  the  croiJS  is  obtained  with  difficulty,  while  at  other  points  there  is  money 
in  abund  ince  seeking  employment  at  reasonable  rates. 

Meas  ared  per  capita,  the  money  in  circulation  in  the  country  is  amjile  for  all 
needs — few  countries  in  the  world  have  more — but  it  does  not  pervade  equally 
all  parts  )f  the  country ; it  persistently  clings  to  the  money  centres.  The  per 
capita  ci  dilation  under  such  conditions  is  misleading — it  becomes  simply  an 
average  < f wide  extremes,  perhaps  S5  there  and  $40  here.  It  does  not  show 
actual  results  anywhere.  Were  the  currency  adapted  to  meet  the  business 
requirem  >nts  of  the  country  at  all  points,  the  average  amount  per  capita  for  the 
whole  CO  intry  should  reasonably  approximate  that  for  any  considerable  section 
of  the  coi  ntry,  and  this  jier  capita  circulation  should  vary  from  month  to  month 
accordint  to  the  demands  of  business.  An  approximately  uniform  rate  of  interest 
at  all  poiats  is  an  index  of  this  condition,  and  is  the  inseparable  adjunct  of  a 
thorough  y satisfactory  currency;  a widely  varying  rate  of  interests  is  the  evi- 


dence of  in  unsuitable  and  unsatisfactory  currency  and  credit  system. 

Curr  mcy  reform  is  now  likely  to  become  one  of  the  leading  issues  of  the 
country,  out  it  is  to  be  hoped  that  it  may  be  divorced  from  politics,  and  brought 
forward  i i such  a manner  that  the  sound  money  sentiment  of  the  country,  regard- 
less of  1 arty,  can  give  it  united  siijiport.  There  will  be  sufficient  difficulty  in 
bringing  individual  opinion  to  the  sup])ort  of  any  i^articular  scheme  without  sub- 
mitting i to  the  warping  effect  of  political  bia.s. 

Seve  al  plans  for  currency  reform  have  already  been  advanced,  as,  for  in- 
etance,  tl  e Baltimore  Plan,  Secretary  Carlisle’s  Plan,  and  the  plan  of  Representa- 
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tive  Springer,  introduced  into  the  Fifty-third  Congress.  Representative  Walker 
has  also  proposed  a reform  measure. 

The  two  first  proposed  a modification  of  the  National  Banking  Act,  allowing 
the  banks  to  issue  credit  currency.  The  third  was  modeled  on  the  National  Bank- 
ing Act,  but  allowed  “ bonds  of  any  state,  county,  jiarish,  or  municiiiality  having 
a population  of  no  less  than  5,000,”  to  be  used  as  basis  of  circulation  a.s  well  as 
national  bonds. 

These  jiroposals  for  currency  reform  are  now  matters  of  history,  and  it  is  un- 
necessary to  discuss  them  here  ; suffice  it  to  say,  that  neither  has  met  with  very 
general  acco2)tance. 

This  discussion  is  concerned  rather  with  an  examination  of  the  forms  of  cur- 
rency already  tried  ; its  purpose  is  to  take  the  history  of  their  strong  and  weak 
points  for  guidance  in  formulating  a new  system,  in  which  each  constituent  form 
of  money  shall  be  based  on  a principle  that  is  a warrant  for  soundness  and  flexi- 
bility, and  its  use  safeguarded  in  all  directions  by  the  tried  and  strong  features  of 
l^revious  and  existing  systems.  An  indispensable  condition  is,  that  this  svstem 

tf 

must  not  only  meet  in  a satisfactory  manner  all  business  requirements,  but  it  must 
be  entirely  divorced  from  politics.  However  good  a currency  it  furnishes,  a sys- 
tem that  as  a whole,  or  as  to  any  of  its  jiarts,  is  the  football  of  politics,  carries  the 
elements  of  its  own  destruction. 

LESSONS  OF  EXPERIENCE. 

In  the  little  over  one  hundred  years  of  our  existence  as  a nation  we  have  tried 
a good  half-dozen  systems  for  satisfying  our  currency  requirements.  Each  in 
turn  has  demonstrated  its  entire  inadequacy,  each  has  develoj^ed  some  defect  so 
vital  as  to  make  it  a recognized  failure . 

We  find,  however,  that  one  or  another  exemplifies  most  of  the  principles  now 
recognized  as  constituting  the  requisite  basis  for  sound  currency,  and  in  the 
regulation  attemi^ted  by  State  and  National  Legislatures  are  to  be  found  most  of 
the  safeguards  noAV  considered  essential. 

Among  the  various  banking  and  currency  systems  developed  under  State 
control  the  Suffolk,  in  New  England,  the  Safety  Fund  in  New  York  and  that  of 
Louisiana,  stand  out  pre-eminently  as  attaining  the  greatest  measure  of  success, 
if  success  be  guaged  either  by  the  jirinciple  u2>on  which  they  were  liased,  or  the 
character  of  the  currency  they  2Ji'ovided. 

Doubtless  either,  if  left  to  continue  a natural  develo2iment,  would  ultimately 
have  provided  a safe  and  satisfactory  local  bank  credit  currency.  However,  the 
country  as  a whole  would  not  have  been  well  served,  because  of  the  lack  of  uni- 
formity in  princi2>les  and  methods.  A yet  better  currency  system  is  now  2)ossible 
than  either  could  ever  have  achieved,  by  reason  of  the  ex2)erience  wuth  each  and  with 
national  banking  since.  Each  has  contributed  features  essential  to  a sound  sys- 
tem under  our  form  of  government ; the  ex2ierience  with  all  has  been  necessary: 

State  banking  wherel>y  the  variety  of  features  and  regulations  that  se2iarate 
local  develo2iment  assured,  resulted  in  the  largest  2>ossible  ex2ierience  with 
different  2ii’inci2iles  and  methods  ; 

^ National  banking  whereby  the  country  has  been  shown  the  manifest  advan- 

tage— aye,  the  absolute  necessity,  of  national  su2iervision,  whatever  the  system 
employed. 

A noteworthy  advance  toward  assuring  the  value  of  bank  credit  currency  was 
pro230sed  by  Joshua  Forman  in  1829  in  a letter  to  Martin  Tan  Buren,  then 
Governor  of  New  York. 

This  2:>ro230sition,  since  known  as  the  Safety  Fund  2Ji’in<‘iple,  was  prom2Jtly 
incorpoi’ated  in  a law  2ivoviding  that  every  bank  chartered,  or  when  charter  was 
extended  thereafter,  should  2>ay  into  the  “ Bank  Fund  ” annually  one-half  of  1 
per  cent,  of  its  paid-up  ca2)ital,  till  its  2>ayments  equaled  3 per  cent,  of  its  capital 
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'he  same  law  required  examiuatiou  by  State  commissioners  at  least  three 
ear.  Examinations  must  also  l)e  made  on  the  request  of  three  banks. 
Constitution  of  184(5  made  noteholders  preferred  creditors  of  a bank, 
nit  has  the  honor  of  lix'st  embodying  this  principle  in  law  in  1831.  The 
•n  incident  to  the  granting  of  liank  charters  brought  about  a i)olitical 
in  1837  that  resulted  in  the  ‘‘Free-banking  ’’  Law  of  1838,  to  which  much 
d cat  currency  of  the  “fifties  ” is  due.  A vital  defect  of  the  Safety  Fund 
i first  adoi)ted  was  in  applying  the  fund  to  liquidating  all  the  debts  of 
nks. 

ow  restricted  by  the  Canadian  law  to  liquidating  the  circulating  notes  of 
jks,  this  i^rinciple  works  admirably,  and  is  now  considered  essential  for 
a sound  credit  currency. 

her  important  improvement  incorporated  in  the  Canadian  law  is  to  make 
ge  circulation  the  basis  of  contribution  to  the  fund. 

Louisiana  Banking  Act  of  1842  was  the  first  instance  of  a law  requiring 
I amount  of  sjiecie  reserve,  which  was  fixed  at  <Vdi  per  cent,  of  all  liabili- 


cognized  the  principle — now  generally  acknowledged  the  only  sound 
bank  currency — that,  if  made  the  basis  of  circulating  notes,  bank  capital 
e a quick  asset,  that  liquidating  wdll  not  depreciate, 
quired  two-thirds  of  all  liabilities  (one-third  being  covered  by  specie 
;o  be  rejiresented  by  commercial  paper,  having  not  more  than  90  days  to 
required  examination  by  State  officers  quarterly,  or  oftener.  Under  this 
siana  had  become  in  13G0  the  fourth  State  in  the  Union  in  banking 


capital,  I aid  second  in  the  amount  of  specie  held. 

The  development  of  the  Suffolk  system  (Suffolk  Bank,  Boston),  continuing 
from  181 S to  1866,  exemjilified  two  very  important  principles  in  banking — that  of 
the  bau4  clearing-house  and  the  redemption  bureau.  In  1855  there  were  about 
500  Now  England  banks  embraced  in  the  Suffolk  system,  and  its  redemption  on 
behalf  o;  these  banks  amounted  to  over  401)  million  of  dollars  annually.  It  ex- 
ercised A 'ith  these  banks  somewdiat  similar  functions  as  the  Comptroller  of  the 
Currenc;  • does  now  with  resjiect  to  the  national  banks.  The  Suffolk  Bank  taught 
the  nece  isity  of  association  and  supervision  in  banking  ; it  stood  firmly  for  specie 
redempt  on,  and  any  bank  to  enjoy  fellowship  in  the  Suffolk  system  w'as  obliged 
always  t > be  able  to  redeem  its  notes  on  demand.  The  Suffolk  Bank  charter 
also  limi  ced  the  issue  of  notes.  Exclusive  of  deposits,  neither  the  debts  nor  cred- 
its w'ere  illowed  to  exceed  double  the  capital  stock. 

Auo  .her  principle  incoi’iiorated  in  this  charter,  and  now  considered  an  abso- 
lute esse  utial  of  a bank  credit  currency,  is  the  double  liability  of  stock  hoi  del's. 
This  pr  uciple  appeared  in  Massachusetts  as  early  as  1811  in  the  charter  of 
the  Stat<  Bank,  which  made  shareholders  liable  iti  proiiortion  to  their  stock  for 
all  circu  ating  notes  uui>aid  at  the  expiration  of  the  bank’s  charter.  This  jiro- 
vision  w is  made  especially  severe  in  the  charter  of  the  State  Bank  of  Indiana  in 
1834.  I provided  that  the  liabilities  of  the  directors  should  be  unlimited,  and 
after  their  estates  Avere  exhausted  the  other  shareholders  were  liable  for  an  amount 
equal  to  their  shares  for  the  debts  of  the  bank,  in  addition  to  the  amount  paid 
in,  or  th  it  ought  to  haA'e  been  paid  in.  Before  the  national  banks  superseded  all 
other  ba  iks  of  issue,  the  double  liability  2)rinciple  of  stockholders  had  been  quite 
general! ' recognized  by  laAV. 

Fe.xt  res  of  Baxk  Currency  Developed  Prior  to  National  Bank  Act. 

We  may,  therefore,  ascribe  the  folloAving  features  or  in-inci})les  to  the  banking 
develop!  lent  considered  in-e\'ious  to  the  regime  of  the  National  banks  : 

*Wh  to,  “Money  and  Banking.” 
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Double  liability  of  shareholders. 

Limitation  of  note  issue. 

A jirescribed  specie  reserve. 

Safety  fund  insurance  of  note  issues. 

Periodical  and  siiecial  examinations. 

Noteholders  made  jireferred  creditora 

Bank  clearing-house  system. 

Bank-note  redemiition  agency. 

Taken  altogether  the  period  of  State  banking  developed  practically  all  the 
essential  fundamental  requisites  for  a sound  credit  bank  currency,  except  that  of 
national  supervision,  by  which  uniformity  as  to  system  and  methods  is  assured. 

Subsequent  Development. 

Of  our  iiresent  forms  of  currency  two  were,  in  effect,  forced  upon  the  country 
bv  the  exigencies  of  the  war.  (Whether  any  other  course  Avould  have  served  bet- 
ter does  not  concern  this  discussion.)  These  were  temporary  in  character,  and 
the  greenback  and  national  bank  notes — their  financial  expression  should  ha\e 
gone  out  of  existence  with  the  exigency  that  created  them.  While  fatally  defec- 
tive as  a iiermanent  circulating  medium,  each  has  proven  so  thoroughly  safe  to 
the  note  holder — a quality  so  rare  in  iireA*ious  forms — that  it  has  been  difficult  to 
agree  on  anything  more  satisfactory  to  suiijilant  them.  Two  other  forms — Sher- 
man notes  and  silver  certificates— constitute  the  ransom  paid  by  the  country  to 
escajie  from  free-silver  coinage,  and,  like  most  com jiromises  betw  een  right  and 
Avrong,  the  evil  is  more  jironounced  than  the  good  accomidished.  They  did  not 
succeed  in  helping  silver,  as  had  been  hoped,  but  they  did  debauch  the  currency. 

By  such  arbitrary  issues  of  inflexible  currency  the  jiroportionate  sujiply 
of  money  w\as  swelled  beyond  legitimate  requirements,  congestion  resulted,  gold 
was  forced  abroad  in  increasing  quantities,  bond  issue  after  bond  issue  was  made 
necessai’y  to  maintain  the  redemjition  fund  constantly  dejileted  by  gold  exports. 
With  silver  being  artificially  injected  into  the  currency  at  the  rate  of  $50,000,000 
jier  vear,  and  gold  going  abroad  fully  as  fast,  the  situation  became  acute. 

To  make  matters  worse,  the  Treasury  was  showing  a deficit  of  sev’eral  millions 

of  dollars  iier  month. 

Nei’A'ousness  jiervaded  financial  circles  regarding  the  financial  ability  of  the 
Government  to  maintain  gold  payments  ; values  became  unsettled,  business 
demoralized  and  the  unique  financial  jianic  of  93  resulted.  Though  other  things 
may  have  aided  in  jiroduciug  this  catastrojihe,  they  were  germs  that  could  only 
have  develoiied  dangerous  iiroportions  in  a rotten  currency  system. 

The  experience  of  the  past  three  years  has  emphasized  our  monetary  needs  so 
forcibly  that  there  may  result  a more  radical  and  thorough  change  than  would 
otherwise  have  been  the  case.  If  so,  the  free-sili’er  moA’ement  will  not  have  been 
entirely  in  vain.  Historians  Avill  be  able  to  adduce  one  thing  at  least  to  its  credit. 

“ The  costly  jiatchAvork  ” made  u^i  of  inde]>endent  forms  of  currency  which 
constitutes  the  money  of  the  country,  can  be  dignified  by  the  term  system  only 
with  a mental  reseri  ation.  Neither  form  of  pajier  money  was  deA'ised  primarily 
as  a meritorious  and  suitable  currency  ; the  currency  function  was  a secondary 
consideration.  The  Sherman  notes  were  forced  by  the  threat  of  free  silver  ; the 
greenbacks,  as  the  easiest  form  of  loan,  to  meet  the  growing  expenses  of  the 
Civil  War  ; the  national  bank  notes,  indirectly  as  a better  means  of  accomplishing 
the  same  result,  directly  as  affording  a market  for  Government  bonds.  The 
imposition  of  a tax  of  10  per  cent,  on  the  note  issues  of  all  banks  operating  under 
State  laAA's  proved  iirohibitive  of  such  issues,  and  left  the  field  clear  to  the  green- 
backs and  national  bank  notes. 
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This  natioualizing  of  currency  made  the  value  of  a dollar  equal  iu  all  parts  of 
the  count  ry,  and  the  resunii)tion  of  specie  i)ayments  made  all  dollars,  gold,  silver 
and  papei  of  etpial  value  iu  all  parts  of  the  country.  As  to  stability  and  quality 
of  value,  lational  currency  2)i'oved  a vast  iiu2)rovement  over  that  which  existed 
before  th<  war,  when  everv  local  bank  of  issue  emitted  cuiTeucv  iu  uncertain 
quantities  and  of  doubtful  value.  There  W'ere  then  almost  as  many  values  for  a 
dollar  as  1 here  were  banks  issuing  them.  A bank  charter  usually  was  one  of  the 
sijoils  of  1 olitics  or  bo^ight  with  a inhce.  The  iieriod  was  one  of  evolution,  in 
finance  fu  ly  as  much  as  iu  government  and  in  society.  No  settled  i)rinciiDle  of 
banking  I'evailed  ; charters  dittered  iu  this  as  well  as  in  the  jiowers  granted  and  the 
restrictior  s imjjosed.  Uniformity  there  was  none,  either  in  the  basis  for  currency, 
the  securi  ;y  lu’ovided,  means  for  redemiition  offered,  or  methods  employed.  Na- 
tional cur  ‘ency  emanci2)ated  the  country  from  this  condition  of  affairs.  It  lifted 
banking  o at  of  the  corrujiting  influence  of  imlitics  into  a sphere  of  morality  and 
business  respectability ; it  gave  uniformity  as  to  princij)les,  means,  methods, 
values  ; it  gave  banking  stability  and  character. 

Thes(  are  its  contributions  to  the  morale  of  banking.  They  are  of  the  utmost 
imi^ortanc  e,  and  no  future  currency  system  will  be  tolerated  by  the  country  that 
does  not  i laiutain  the  jireseut  standard  as  to  each  of  these  features. 

Becai  se  it  has  done  this,  the  national  currency  has  been  maintained  in  high 
esteem,  ai  d i3roi)ositious  for  substituting  other  forms  have  been  viewed  with  sus- 
picion, not  to  say  alarm.  The  defects  that  have  been  develoi^ed,  however,  are  not 
less  marki  d and  fully  as  imijortaut. 

OUR  LEGAL  TENDER  GREENBACK  CURRENCY. 

The  h w authorizing  the  issue  of  United  States  legal  tender  notes  was  j^assed 
with  diffic  alty,  the  prestige  of  party  leaders  backed  by  the  great  necessities  of  the 
hour  bare]  y sufficing  to  force  the  bill  through  Congress  in  1862.  Even  considered 
as  a temin  rary  expedient,  it  was  then  largely  condemned  by  the  intelligent  senti- 
ment of  tl  e country  ; still  more  was  it  oiJjDOsed  by  the  expert  opinion  of  bankers. 

Few  c efended  it  on  princijile,  many  questioned  its  constitutionality.  “ The 
legal  tend  ;r  act  is  inirely  an  unrestrained  exercise  of  the  j)ower  of  arms  that  over- 
rides even  fundamental  law.  * * * 

“As  i subjection  of  law  to  an  extra  legal  necessity,  it  should  have  been 
tolerated  1 or  no  longer  than  while  the  necessity  which  gave  it  birth  remained  in 
force.  Tl  e needless  prolongation  of  this  act  is  a deliberate,  perpetual  violence  tu 
the  fundai  aental  law  of  the  Republic  ; and  its  unopposed  toleration  is  calculated 
to  vitiate  lhat  jealous  resi^ect  for  Constitutional  authority  on  which  the  safety  of 
our  institi  tion  .sujiremely  deiiends.”  * 

The  e il  effect  of  the  legal  tender  clause  still  returns  to  plague  the  country, 
by  reason  of  the  false  ideas  of  money  that  it  engendered.  Legal  tender  fiat 
money  is  s combination  fraught  with  uncertainty  and  danger.  This  danger  may 
remain  ine  rt  and  hidden  during  long  periods  of  ijrosjjerity,  only  to  break  out  with 
destmctiv*  i effect  in  times  of  financial  tension  and  uncertainty.  The  legal  tender 
quality  of  the  greenbacks  has  resulted  in  constituting  them  a considerable 
element  of  bank  reserves  in  place  of  gold  ; thus  the  slightest  question  that  arises, 
as  to  the  ibility  of  the  Government  to  maintain  sjjecie  payments — to  pay  the 
greenback!  in  gold  on  demand — sends  a spasm  of  nervousness  throughout  all 
banking  ai  d financial  circles. 

The  t(  rm,  full  legal  tender,  simjAy  designates  that  which  may  be  legally 
offered  for  the  ultimate  discharge  of  a debt,  or  to  satisfy  a judgment.  In  the  one 
case  value  received  is  acknowledged,  in  the  other  the  conrt  has  decided  to  that 
effect ; eqr  ivalent  value  must  therefore  be  rendered  ; this  is  necessary  to  discharge 

♦ (Dod0\  orth.) 
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the  obligation  ; the  question  is  not  one  of  dollars  but  of  value.  The  obligation 
should  be  discharged  not  with  a represent.ative  of  value  (unless  the  creditor 

voluntailly  accei^ts  such  reijresentative),  but  with  that  which  itself  jjossesses 
value. 

The  law  has  no  right  to  force  a creditor  to  accept  any  alleged  reju’esentative 
of  value.  The  iia2)er  re23resentative  of  a dollar  has  in  itself  neither  value  nor 
permanence;  rats  may  make  a nest  of  it,  the  bits  of  2»a2)er  if  found  are  wortliless  ; 
the  house  may  burn  down  and  the  2^fiper  with  it  ; the  government  that  i.ssued  it 
may  fail  to  kec2)  its  exchange  value  at  2^ar,  may  re2>udiate  it  even. 

A gold  dollar  is  itself  the  value  of  a dollar;  it  is  2>i'«ictica]ly  indestructible;  if 
melted  its  value  is  not  im2)aired  ; it  may  be  buried  a thousand  years,  it  may  be 
taken  to  any  part  of  the  civilized  world,  and  it  is  still  of  full  value.  This,  there- 
fore, should  be  legal  tender,  and  this  only  in  unlimited  quantity. 

If  a man  of  his  own  free  will  acce25ts  any  other  tender — and  most  would 
acce23t  any  lawful  money — well  and  good,  but  the  law  should  not  com2)el  him  to 
acce23t  anything  that  in  itself  does  not  discharge  the  obligation.  "When  l)rought 
to  consider  this,  the  instinct  of  })ersonal  liberty  naturally  revolts  at  being  com- 
pelled to  acce2>t  anything  other  than  actual  value  as  a legal  tender.  The  2)eo2)le, 
if  aroused  to  the  iniquity  of  such  a law,  would  assert  them«elves  by  its  2)i'om2)t 
repeal.  This  2U’inci2)le  once  tamely  acquiesced  in  establishes  a bad  2^i’ecedent ; 
Government  will  turn  to  it  more  readily  iu  another  emergency.  A recent  2>olitical 
platform  well  says  : “This  system  of  legal  tender  2^a2ier  has  brought  discredit 
and  suffering  to  every  people  who  have  resorted  to  it,  and  has  been  discarded  by 
every  civilized  state  which  has  sought  to  2Jlace  its  currency  U250u  a sound  and 
scientific  basis.  ” 

The  evil  of  legal  tender  is  not  greater  than  that  of  fiat  in  the  greenback  ; the 
difference  is  iu  kind,  not  in  degree.  It  had  been  well  for  the  countrv  had  thev 

* X, 

been  retired  iu  some  way  on  the  resunqjtion  of  S2iecie  2)aymeuts  ; iu  Avhat  Avay 
matters  little  ; any  way  would  have  cost  the  country  less  than  it  has  to  retain 
them.*  The  country  Avould  then  have  been  S2iared  the  evil  eflects  of  the  mainte- 
nance by  the  Government  of  a financial  barometer  so  easily  disturbed,  and  so 
potential  for  mischief  as  a gold  reserve  for  currency  redem2ffion. 

(f  A financial  system  that  de2>ends  for  its  stability  U2ionthe  ever-A’aryiug  balance 

between  revenue  and  ex2)enditure  of  the  Government,  and  these  in  turn  u2)ou  the 
varying  25olitical  com23lexion  of  Congress,  has  its  de23eudence  iu  a ro2>e  of  sand,  as 
the  ex23erience  of  the  last  few  months  has  2^roved.  "While  the  national  2U'ofit  and 
loss  account  is  on  the  right  side  of  the  ledger  all  goes  well ; the  last  three  vears 
hax^e  given  us  some  intimation  of  xvhat  may  occur  when  it  is  on  the  Avroug  side. 

A national  currency  sustained  by  a gold  i*edem23tiou'fund  in  effect  forces  the 
GoA^ernment  to  usur2)  a legitimate  function  of  thebank.s,  that  is  to  sn2i2Jij  all  gold 
for  23ur2ioses  of  ex2iort  in  settlement  of  foreign  balances,  and  in  case  of  a concur- 
rent deficit  in  the  treasury  the  currency  becomes  a circulatory  drain  u2>on  the  gold 
reserve.  As  the  greenbacks  redeemed  by  the  gold — instead  of  being  held — are 
paid  out  to  the  extent  of  the  deficit,  they  proui2Jtly  a2)2iear  at  the  Treasury  again 
for  another  2)ortion  of  the  gold  reserve. 

The  only  way  for  the  Government  to  su2i2ily  the  gold  is  by  sales  of  bonds  bear- 
ing interest,  and  this  may  be  ke2it  U2i  until  this  fiat  money,  this  chea2)  ('^)  cur- 
rency— Avhich  has  been  retained  largely  on  the  2>lea  that  it  Avas  non-interest  bear- 
ing debt  and  that  by  kee2)ing  it  the  country  saA  ed  the  interest  on  refunding  bonds 
— has  forced  out  several  times  the  value  of  interest-bearing  securities  that  refund- 
ing would  require.  The  currency,  however,  still  remains  outstanding  with  its 
ca2iacity  for  mischief  undimiuished. 

* Note.— The  report  of  the  Comptroller  of  the  Currency,  issued  since  this  was  written,  presents  a care- 
ful computation  showing  lhat  the  actual  money  cost  to  the  Government  on  account  of  the  Greenbacks  has 
been  far  greater  than  as  if  the  equivalent  sum  had  been  lepresented  by  4 per  cent,  bonds. 
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uantitv  too,  is  immaterial ; one  dollar  of  it  would  work  all  the  mischief 
' circle  round  through  the  Treasury  fast  enough.  The  expense  upon  the 
mt  is  however  the  least  of  the  evils  entailed  by  this  scapegrace  dollar,  as 
le  incalculable  loss  to  business,  labor,  and  credit  by  the  financial  un- 
and  tension  of  the  last  three  years,  engendered  in  large  degree  by  the 
ty  of  this  same  evil  dollar.  To  differentiate  the  adverse  effect  of  the  fiat 
er  paper  from  other  causes,  one  might  say  that  the  business  depression 
times  (1893-189(5)  was  sown  by  silver  inflation,  cultivated  by  tariff  tin- 
d harvested  by  the  fiat  dollar  greenback. 

ipon  a currency  so  fraught  with  danger  to  the  country  ; no  time  should 
relegating  it  to  limbo  of  previous  “ monetary  abortions.” 

•rency  so  vulnerable,  and,  when  touched,  so  dangerous  to  the  welfare 
verity  of  the  country,  has  no  call  to  be  retained  for  a moment,  how^ever 
ry  ill  certain  particulars.  Whatever  in  the  greenbacks  is  worth  pre- 
in  easilv  be  made  characteristic  of  a new  currency  that  shall  be  without 
ialitv  for  mischief. 


LACK  OF  ELASTICITY. 

A fault  that  the  greenback  shares  with  the  rest  of  our  national  currency  is 
that  of  i:  ifiexibility  ; the  quantity  remains  fixed  ; it  cannot  respond  to  the  vary- 
ing Avant  i of  trade,  increasing  in  A'olume  as  more  currency  is  demanded  and 

retiring  • rith  a cessation  of  that  demand. 

The  fault  pertains  to  National  Bank  notes  also,  though  in  somewhat  less 
degree.  The  increase  and  decrease  of  note  circulation  is  certainly  a function  of 
National  Banks,  but  the  exercise  of  the  function  is  so  slow  and  the  method  so 
tortuous  that  ordinary  demands  of  trade  are  without  effect.  While  extraordi- 
naiy  der  lands  for  more  currency— generally  temporary  in  character— only  result 
in  an  oi  tflow  after  the  exigency  is  past,  the  additional  currency  then  simply 
jiroducii  g undue  inflation. 

Wlut  one  might  term  the  currency  perceptive  faculty  is  in  the  National 
Bank  sy  dem  dull,  lethargic,  insensible  to  the  Avants  of  trade.  The  note  circula- 
tion of  he  National  Banks  depends  rather  on  the  A’alue  of  Government  bonds 
than  up<  n the  requirements  of  trade.  When  the  bonds  are  high  a dollar  costs 
more  in  banking  capital  than  there  is  profit  in  its  use.  Again,  so  much  of  circu- 
lation as  remains  in  the  bank  A'aults  is  idle  capital.  EA'ery  day  that  a dollar  of 
circulati  on  is  idle  in  the  banks,  cuts  down  the  profit  to  be  derh-ed  from  its  use. 
A simpls  illustration  (using  round  numbers  and  approximate  A-alues)  Avill  suffice 
to  empli  asize  this  point. 

A b ink,  Ave  Avill  assume,  should  earn  at  least  6 per  cent.  di\udends  on  its  capi- 
tal. It  must  pay  8115  for  4 per  cent.  Government  bonds  in  order  to  issue  890  in 
notes  ; 1>  per  cent,  of  these,  or  §4.50,  must  be  left  Avith  the  GoA^ernment  as  a 
redemp  ion  fund.  For  its  §115  invested  in  bonds  th(3  bank  can  use,  therefore, 
885.50.  On  this  8115  u.sed  otherwise  the  bank  should  earn  8(5.90  (Gper  cent.);  it 
gets  8l  :Tom  the  bonds,  leaving  82.90  to  be  earned  on  the  885.50  of  circulation,  or 
3.4  per  tent.,  but  to  this  must  be  added  1 per  cent,  tax  on  circulation  and  about 
1 ]>er  tent,  for  expenses  making  5.4  per  cent,  that  the  notes  must  earn  to  be 
worth  1 sing.  If  the  loans  of  the  bank  average  6 per  cent.,  it  follows  that  every 
dollar  c f its  circulation  must  be  drawing  interest,  such  a proportion  of  365  days 
as  5.4  ii  to  6,  or  nearly  330  days  out  of  the  year,  otherwise  it  Avould  be  more 
profital  le  to  invest  the  capital  of  the  banks  in  something  else  than  circulating 
notes.  * 

*A  circular  issued  by  the  Treasury  Department  since  this  illustration  was  prepared  shows  that 
previous  1 :)  the  recent  purchase  of  bonds  at  alow  price  the  actual  jirotit  to  the  banker  of  circulation 
based  on  he  4 per  cent,  and  5 per  cent,  bonds  was  consiilcrably  less  than  1 per  cent.,  barely  more  than 
half  of  1 3cr  cent,  on  the  contiimtd  :2s  and  less  than  2 per  cent,  on  the  Pacific  Railway  6 per  cent,  bonds, 
of  which  but  a few  are  available  to  secure  circulation. 
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It  cannot  be  too  often  repeated  that  credit  is  of  the  essence  of  banking, 
and  that  the  element  of  credit  is  eliminated  from  National  Bank  notes.” — Horace 
WTiite. 

It  happens  singularly  enough  that  the  security  of  National  bank  currency  is 
at  the  same  time  the  strongest  and  -weakest  point  in  the  system.  The  strength, 
of  course,  is  iu  the  security  as  to  value  ; the  -weakness  is,  that  the  security  being 
23Ui’chased  at  so  liigh  a cost,  the  notes  are  being  gradually  withdrawn.  A bank 
must  make  a dei>osit  exceeding  by  25  to  35  j^er  cent,  of  the  value  of  the  notes 
received. 

The  guarantee  behind  a National  Bank  note  is  more  than  the  banks  can  aflbrd, 

“There  is  such  a thing  as  imposing  a rate  and  kind  of  note  guarantee  which 
prohibits  issues  and  de])iives  the  jieople  of  the  circulation  they  need  and  to 
which  they  have  a right ; and  that  process  of  strangulation  is  exactly  what  the 
existing  law  is  now  mercilessly  enfoi'cing. 

Ecoiwm;^  in  guarantee,  not  exorbitance,  is  the  legitimate  jyrinciple,  ” * 

This  result  follows  from  the  fact  already  noted  that  the  i)rofit  on  circulation 
is  iu  inverse  ratio  to  the  i>remium  on  Government  bonds.  The  j^roof  is  that  in 
1882  the  banks  had  a circulation  of  $360,000,000,  equivalent  to  45  per  cent,  of 
caj^ital,  surplus  and  undivided  i:»rofits,  while  in  1863,  after  a steady  aj)])reciation 
of  the  bonds,  the  circulation  had  droj^j^ed  to  13  i)er  cent.,  or  $180,000,000.  The 
proof  of  excessive  guarantee  is  conclusive  ; it  is  so  heavy  as  to  wii)e  out  the  profit 
on  the  notes,  in  an  ordinarily  i^rosj^erous  i^eriod. 

Exi^erience  with  the  National  banking  system  has  again  demonstrated  that 
the  bond  de})osit  jn'inciide  is  not  only  j^rejudicial  to  note  issues  but  also  to 
the  free  use  of  hanking  cai>ital  ; which  is  essential,  if  the  bank  is  to  attain  to  its 
full  measure  of  usefulness  in  the  community,  to  confer  the  greatest  good  on  the 
greatest  number. 

Excei^ting  that  of  National  supervision,  the  jn’iuciples  of  banking  incori)0- 
rated  in  the  National  Bank  Act  were  not  new,  hut  constituted  part  of  the  sum 
total  of  banking  exi)erience.  Previous  exjierieuce  with  the  bond  deposit  or  free 
banking  j^iinciple,  which  is  the  basis  of  the  National  Bank  Act,  had  been  far  from 
satisfactory  ; but  the  safeguards  adopted,  backed  by  the  National  guarantee,  has 
made  the  notes  absolutely  safe  as  to  value.  All  good  features  of  the  National 
Bank  Act,  as  the  uniformity  in  banking  ini])osed,  the  discretion  lodged  with  the 
Comiitroller  as  to  issuing  charters,  obliging  every  bank  to  accept  the  notes  of 
every  other  bank  at  par,  the  low  cost  of  liquidating  a failed  bank,  are  simiily 
incidents  of  the  system  and  can  he  grafted  on  a different  princiiile  of  bank  note 
issue.  Viewed  as  a whole,  our  Currency  or  monetary  system  is  a lieterogcneous 
mass  ; indeed,  we  can  in  justice  hardly  claim  it  to  be  a system  ; our  aj^ology  for  it 
is  an  aggregation  of  more  or  less  independent  units,  without  design,  correspond- 
ence or  coherency;  it  has  been  well  characterized  “a  broken-down  thing  of 
shreds  and  jiatches.” 

The  silver  part  of  all  this  national  money  we  cannot  well  be  rid  of,  and  in 
proper  com])any  may  be  made  to  constitute  a satisfactory  part  of  a reformed 
currency  system,  quality  considered.  As  to  quantity,  we  do  not  need  any  more 
just  at  i)reseut. 

The  greenbacks,  treasury  notes  and  National  Bank  notes  it  will  not  be  difficult 
to  supi)lant,  considered  as  an  abstract  i>roi)ositiou  ; j^ractically  it  has  been  thus 
far  2>roved  very  difficult  to  agree  how  this  shall  be  doue. 

As  develo]:>ed  iu  the  State  of  New  York  and  2>p^'fpptpd  in  Canada  the  bank 
credit  system  of  note  circulation  Avith  a Safety  Fund  guarantee  leaves  little  to  be 
desired.  Of  all  others  a bank  credit  currency  2>osses.ses  the  quality  of  elasticity 
in  the  highest  degree.  "With  it,  when  at  certain  seasons,  business  demands  cur- 
rency in  large  volume,  the  currency  is  forthcoming  coincident  with  the  demand  ; 
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again,  wlie  i this  tlemand  is  abated,  any  'excess  of  cnrrency  above  the  actual 
demands  ( f busmess  promptly  rea2)pears  at  the  bank  and  is  cancelled.  Bank 
credit  cnrr  'iicy  abhoi’s  a scarcity  or  a redundancy  of  money  ; neither  condition  is 
jiossible  wliere  it  is  in  use.  It  is  automatic  in  ai)pearance  and  disai^ijearance,  like 
the  man  an  d voman  in  the  old  “ -weather  giiide.” 

The  vt  lume  dei)ends  on  no  man  or  set  of  men  ; it  is  out  of  the  reach  of  ijoli- 
tics.  It  is  called  into  existence  solely  by  the  necessities  of  business  and  remains 
in  circxdati  on  only  so  long  as  such  necessity  exists.  It  })rovides  a nimble  dollar 
that  will  i>i  I’vade  equally  all  sections  of  the  country  ; it  is  no  resjjecter  of  persons  : 
it  will  serv  ) the  farmer  on  the  jilains  and  on  the  plantations,  as  well  and  as  cheaply 
as  it  will  s(  rve  the  merchant  and  the  manufacturer  in  the  city.  Safeguarded  as 
exj)erience  has  i)roven  i)roi)er,  bank-credit  curi'ency  will  be  as  safe  as  oiir  national 
currency,  t nd  far  cheaper,  as  a dollar  cannot  be  idle  ; with  a bank  credit  currency 
an  idle  dol  ar  is  a dead  dollar. 

A gree  iback  or  national  bank  note,  like  a horse,  will  eat  its  head  off  if  it 
remains  idle  ; bank  credit  currency,  like  a bicycle,  costs  nothing  to  feed.  As  it 
is  a cheajie  • currency  for  a bank  to  use,  it  will  naturally  cost  the  borrower  less.  It 
is  not  difiic  ult  to  see  why  credit  money,  i>roi)erly  regulated,  is  cheaiier,  safer  and 
more  desiri  .ble  as  a circulating  mediiim  than  it  is  imssible  for  fiat  money  to  be. 
One  may  j)  ’oiierly  define  credit  money  (or  credit  currency)  as  bank  currency  based 
on  bankinj  f caijital,  in  turn  rej^resented  by  the  bank’s  stock  in  trade  of  cash, 
reserves,  c<  mmercial  pai^er,  etc. 

Fiat  m )ney  is  Government  i^ajicr  money  based  on  nothing  more  substantial 
than  its  ju  omise  to  jiay,  that  is  the  expressed  willingness  of  the  iieoijle  to  tax 
themselves  to  that  amount,  ifius  a small  redemi)tion  fund — this  even  may  be  lack- 
ing. Cred  t money  rej^resents  not  only  the  cajjital  of  a bank,  but  in  addition  the 
actual  proj  erty  of  each  person  (stockholder)  who  derives  a jirofit  from  its  use,  and 
the  voice  o ! the  i>eoi)le— all  the  peojde — says  to  the  few  (stockholders),  you  shall 
pay  to  the  ast  dollar  of  your  double  liability  to  make  good  the  money  you  have 
jHit  in  circ  ilation  ! Here  is  a case  where  the  law',  re])i*eseuting  the  -vv'hole  j^eojile, 
acts  uijon  i few,  comijelling  them  to  make  good  their  promise  dollar  for  dollar. 
The  many  n this  case  have  no  mercy  on  the  few,  the  law  is  enforced,  the  dollars 
are  made  g)od.  "Where  might  is  right,  the  right  i?revails.  With  fiat  money  the 
case  is  jira  fiically  reversed.  If  it  depreciates  the  law  to  enforce  restitution  is 
lacking,  ca  ise  and  effect  are  farther  removed.  The  people  as  individuals  suffer, 
because  thi  i people  as  a wdiole  do  not  make  good  their  jiromise  to  jjay.  The  direct 
injury  is  ui  equally  distributed,  and  the  majority,  not  losers,  are  not  disposed  to 
lay  an  equal  tax  on  all  for  the  greater  benefit  of  the  few  ; a case  where,  morally, 
might  is  w]  ong  yet  might  i^revails. 

In  a m tshell,  the  jjarallel  may  be  stated  thus  : The  credit  of  a few  invol-ving 
the  rights  ind  subject  to  the  coercion  of  many  is  far  bitter  security  than  the 
credit  of  al  I involving  the  greater  rights  of  few  and  the  coercion  of  none. 

It  is  hf  rdly  o^jen  to  question  that  a credit  currency  issued  against  commer- 
cial paper  i 5 far  more  flexible  and  better  suited  to  meet  the  varying  requirements 
of  business  than  is  a currency  based  on  the  free  banking  princiifie  in  w hich  cur- 
rency is  iss  led  against  a deposit  of  bonds  as  in  the  National  Banking  System. 

As  to  s ifety,  the  experience  of  New  York  State,  w'ith  banks  oiierating  under 
free  bankir  g and  safety  fund  jirinciples,  is  instructive.  This  experience  is  sum- 
marized by  L.  Carroll  Root  as  follow's  : “ It  is  plain  as  the  result  of  calculation 
from  exper  ments  of  36  years  (1829-1863)  that  had  the  Safety  Fund  System— as 
perfected  j rior  to  and  in  the  Constitution  of  1846 — been  left  untouched  as  that 
upon  whicli  New  York  bank  currency  was  based,  not  merely  would  every  dollar 
of  circulati  m have  been  kept  good,  but  the  total  assessment  to  keep  the  fund 
good  wouh  [ have  averaged  less  than  J per  cent,  on  the  banking  capital,  or  about 
J per  cent,  on  the  average  circulation  outstanding.” 
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The  redemption  of  the  notes  of  all  failed  National  Banks — 1864^1894 — accord- 
ing to  Mr.  Eckels,  Comjjtroller  of  the  Currency,  has  been  equivalent  to  1 of  1 i)er 
cent,  on  the  average  outstanding  circulation,  a result  but  little  better  than  that 
by  the  safety  fund  banks  of  New'  York  State.  The  exj)erience  of  Canada  is  prac- 
tically conclu.sive  as  to  the  safetv  of  credit  cui’rencv.  The  featiu’e  of  safetv  fund 
was  only  iucoiq^orated  in  1890,  but  since  1881  there  has  been  no  loss  uiion  the  notes 
of  failed  banks. 

SUMMARY. 

Being  convinced  now'  of  the  currency  system  most  desirable  to  inaugurate  of 
those  examined,  a summary  of  its  essential  features  will  be  in  order. 

The  featui’es  will  be  given  a broad  interj)retation  and  statement.  Reduced  to 
concrete  siiecifications,  occasional  modifications  of  detail  w'ould  doubtless  be 
found  desirable  : 

I. — Bank  credit  cm'rency  issued  against  commercial  paj^er.  The  quan- 
tity of  such  notes  never  to  exceed  three-fourths  of  the  i:>aid-ui> 
unimijaired  cajiital  of  the  bank. 

a.  Enact  a j^enalty  for  any  excess  issued. 

b.  Limit  the  time  of  commercial  jjai^er. 

II. — Stockholders  to  be  individually  liable  for  an  amount  equal  to  the  par 
value  of  their  stock,  jfius  any  portion  not  fully  paid. 

a.  Stockholders  shall  dejiosit  with  the  bank  ajjjjroved  collat- 
eral equivalent  to  the  par  value  of  their  stock,  to  be 
held  in  trust  against  their  liability.  On  this  collateral 
the  bank  may  issue  short  time  loans,  equal  to  oOijer  cent, 
of  its  market  value  ; such  loans  not  to  be  extended. 

— ^Notes  to  be  a first  charge  against  all  the  assets  of  the  issuing  bank. 
—No  notes  to  be  issued  by  a bank  till  permit  is  received  from  the 
Comiitroller,  who  is  to  have  similar  discretionarv  and  adminis- 
trative  powers,  as  now  exercised  under  the  National  Banking  Act. 
Each  bank  to  pay  into  a fund  to  be  administered  by  the  Comptroller 
of  the  Currency  1 i^er  cent.  j)er  annum  on  its  average  circulation, 
till  the  fund  equals  5 jjer  cent.,  and  1 jjer  cent,  thereafter  as  often 
as  the  fund  falls  below  5 2)er  cent.  All  notes  of  sus23ended  banks 
outstanding  two  months  shall  be  2ii*om2)tly  redeemed  out  of  the 
Guarantee  Fund,  and  the  amount  so  used  in  excess  of  its  share  in 
fund  shall  be  collected  from  the  assets  of  the  sus2^euded  bank. 
All  ex2)enses  of  the  Government  incurred  in  the  administration  of 
the  Banking  System  shall  be  paid  monthly  from  the  fund. 

VI. — Notes  of  a failed  bank  are  to  bear  five  23er  cent,  interest  from 
date  of  suspension  till  redeemed,  or  till  the  date  advertised  by  the 
receivers  or  Com2)troller  for  their  redem23tion. 

^II. — Notes  are  to  be  2U’inted  and  su2?2ffied  by  the  Government  under  the 
direction  of  the  Com2Jtroller. 

VTEI.— All  banks  are  to  accept  the  notes  of  every  other  bank  at  par,  but  are 
not  to  2^ay  out  over  their  ow'u  counter  the  notes  of  any  other  bank. 

IX.  — All  notes  are  to  be  j)romptly  redeemed  in  gold  on  demand. 

X.  — The  banks  are  to  maintain  reserves  in  amount  the  same  as  now 
required  of  the  national  banks. 

XI. — Numerous  clearing  houses  and  redemption  agencies  are  to  be  estab- 
lished, concerning  which  all  banks  shall  conform  to  regulations 
issued  by  the  Com2>troller. 

XII. — Any  bank  w'ith  a capital  of  a million  or  over  may  establish  branches, 
but  no  bank  shall  be  organized  with  a capital  of  less  than 
$50,000. 
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XIII.  —Banks  are  not  to  Loltl  real  estate  beyond  the  requirements  of  their 

business  or  to  invest  their  capital  in  mortgages. 

XIV.  —A  definite  amount  of  profits  is  to  bo  anniially  carried  to  s;iri)lus. 

XV.  —Notes  to  be  legal  tender  only  for  debts  due  the  issuers. 

XVI.  —Banks  to  rei^ort  as  now  provided  in  the  National  Bank  Act. 

XVII.  — No  notes  to  be  issued  of  less  denomination  tiian  810. 

XVIII.  — Anv  bank  whose  charter  shall  be  drawn  or  amended  conformable  to 
tlie  provisious  of  this  act  may  have  the  ten-per-cent,  tax  on  circu- 
lation remitted?  if  its  charter  and  condition  ai*e  satisfactory  to  the 
Comptroller. 

A new  'National  Banking  Act  on  the  lines  suggested  above  woTild,  of  ocurse, 
supersede  llie  present  statiite,  provision  being  made  in  the  act  for  the  with- 
drawal of  t ae  present  national  bank  currency,  and  the  disposal  of  the  bonds  in 
such  a man  ler  as  not  to  cause  their  depreciation  by  being  marketed  in  too  great 
quantities. 

DISPOSITION  OF  THE  GREENBACICS. 

Hereto  ore  the  most  difficult  problem  to  a reform  of  the  currency  has  been, 
how  to  get  id  of  the  greenbacks.  It  is  the  purpose  of  this  paper  to  iii’opose  a 
solution  of  his  problem  ; to  propose  a new  national  currency  to  take  the  jilace 
of  all  legal  -tender  paper  money  ; that  is,  including  United  States  notes  (green- 
backs) and  Treasury  Notes  appro-vimately  8500,000,000.  The  currency  to  bo 
floated  in  si  ich  a manner  that  should  it  be  desired  it  could  after  a term  of  vears 
be  graduall  f and  naturally  retired. 

This  n 3W  national  cuiTency  is  designed  to  fulfill  the  following  conditions  : 

To  hav  3 the  quality  of  automatically  appearing  and  disappearing — as  cur- 
rency— to  s itisfy  the  wants  of  trade. 

To  relit  ve  the  National  Government  of  the  maintenance  of  a gold  reseiwe  for 
current  red  jmption. 

To  (in  i.  large  measure)  relieve  the  country  of  the  charge  that  would  ensue, 
if  the  presi  mt  national  fiat  currency  were  funded  in  national  bonds  according  to 
plans  alreat  ,y  proposed. 

To  jiro  ide  as  “ good  money  ” as  any  that  we  have  at  present. 

To  ext(  nd  to  the  people  some  of  the  privileges  now  enjoyed  exclusively  by 
national  ba  iks. 

To  reli  ;ve  the  country  of  the  reproach  of  fiat  legal-tender  pajjer. 

Issue  c f Tkeasuky  Notes  iNrEKCoNVERTiBEE  with  G<iVERXiiEXT  Bones. 

The  fei  .ture  of  this  new  national  currency  is  that  it  is  to  be  interchangeable 
at  any  time  at  the  National  Treasury  or  any  of  the  sub-tnjasuries  at  i>ar  with  a 
nev>'  low  K te  interest  bearing  security,  to  be  designated  currency  bonds.  The 
bonds  to  b(  ar  * per  cent,  interest  and  to  be  payable  in  gold. 

The  85  >0,000,000  of  greenbacks  and  treasury  notes  would  be  replaced  by  a 
like  amouu  , of  the  new  money,  this  in  turn  secured  by  8500,000,000  of  currency 
bonds,  witl  which  the  notes  are  to  be  freely  interchangeable. 

It  is  to  be  supposed  that  money  would  ordinarily  be  worth  more  than  2^  per 
cent.,  in  wl  ich.  case  the  bonds  would  remain  in  the  Treasury,  and  the  notes  in  cir- 
culation. ; II  this  case  interest  on  the  currency  bonds  would  be  nothing  more 
serious  tha:  i a book  account  in  the  Treasury,  charged  on  one  side  and  credited  on 
the  other. 

If,  for  iny  cause,  money  became  redundant  or  uni)roductive,  or  a jianic 
checked  in  -estment  in  other  things,  currency  would  doubtless  be  exchanged  to 
some  exten  , for  bonds.  The  system  thus  operates  as  a safety-valve  in  the  event 

* It  may  >e  found  preferable  to  place  the  interest  as  low  as  2 per  cent. 
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of  any  financial  or  business  disturbance,  and  would,  }3resumably,  be  found  a very 
efficient  corrector  of  any  unusual  i>ressure  incident  to  tlie  world  of  business  and 
finance. 

This  corrective  efi’ect  may  be  exercised  locally,  in  the  vicinage  of  any  of  the 
sub-treasuries  by  reason  of  local  causes,  or  if  causes  for  its  exercise  jmrvade  the 
whole  country,  the  good  efiects  will  be  equally  widespread. 

All  operations  of  the  Government  incident  to  the  emission  and  handling  of 
this  currency  should  be  kept  entirely  .separate  from  other  functions  uf  the 
Treasury  Department.  A bureau  should  be  organized,  independent  of  the  re.st 
of  the  Treasury,  excejit  as  to  executive  authority,  whose  sole  function  should  be 
the  afiairs  of  the  currenev, 

i/  y • 

As  an  ever-ready  and  positive  asset  these  currency  bonds  might  jjrove  very 
desirable  for  the  investment  of  the  Bank  Guarantee  Fund. 

To  retire  the  greenbacks  and  treasury  notes  and  substitute  the  new  national 
currency,  it  would  be  necessary  to  provide  by  act  of  Congress  something  as  fol- 
lows : 

That  the  legal-tender  feature  of  the  greenbacks  and  treasury  notes  would  be 
withdrawn  at  the  exiiiration  of  one  year  from  the  passage  of  the  act. 

That  for  the  same  iieriod  these  notes  would  be  redeemed  either  in  gold  or 
currency  bonds  at  the  option  of  the  holder,  but  afterward  only  in  currency  bonds, 
or  exchanged  for  the  new  national  currency. 

That  the  issue  be  authorized  of  8500,000,000  of  five-twenty  2^  jier  cent,  gold 
currency  bonds,  also  a like  amount  of  national  currency,  of  which  no  note  shall 
be  of  less  denomination  than  810. 

That  blocks  of  850,000,000  bonds  and  currency  be  jireiiared  for  the  redemp- 
tion of  legal  tender  as  presented. 

That  when  legal  tenders  have  been  redeemed  with  bonds,  an  equivalent 
amount  of  currency  be  deposited  in  the  Treasury,  subject  to  call  on  presentation 
of  bonds  and  iiice  versa;  that  wdien  legal  tenders  have  been  redeemed  in  currency, 
an  equivalent  amount  of  bonds  be  deposited  in  the  Treasury  subject  to  call  on 
presentation  of  currency.  Should  it  be  found  that  the  bank  credit  currency  and 
the  silver  certificates  performed  satisfactorily  all  the  functions  of  a paper  currency, 
surplus  revenue  could  from  time  to  time  be  apiilied  to  the  redemjition  of  the 
currency  bonds  and  an  equivalent  amount  of  currency  cancelled.  If,  however,  it 
was  found  that  this  national  currency  performed  certain  functions  of  money  more 
acceptably  than  any  other,  provisions  could  be  made  for  its  continuance  and 
increase. 

When  the  needs  of  the  country  required  more  than  the  original  issue  of 
8500,000,000  the  increase  could  be  made  in  some  degree  automatic  by  requiring  the 
offer  of  an  additional  825,000,000  of  currency  and  bonds  in  exchange  for  gold, 
whenever  the  currency  held  in  the  Trea.sury  was  drawm  below  825,000,000  ; that 
is,  either  the  bonds  or  the  currency  could  be  exchanged  for  gold  and  the  other 
deposited  in  the  Treasury. 

It  is  not  projiosed,  however,  to  make  this  form  of  currency  permanent ; it  is 
suggested  as  offering  an  easy  and  at  the  same  time  satisfactory  method  of  getting  rid 
of  present  forms  that  are  not  merely  objectionable  but  absolutely  detrimental  to  the 
business  and  best  interests  of  the  country.  The  national  currency  suggested  will 
at  least  afford  prompt  relief  from  the  danger  and  injustice  of  the  present  legal  ten- 
ders, and  it  can  easily  be  retired  should  the  remaining  forms  be  found  to  fulfill 
all  requirements. 

With  the  forms  proposed  there  would  be  little,  if  any,  occasion  for  currency 
certificates  ; these  will,  therefore,  not  form  any  i)art  of  the  system.  * 

Gold  certificates  are  retained,  but  as  their  issue  is  a legitimate  banking 
function,  it  has  been  transferred  from  the  Government  to  the  banks.  There  seems 
to  be  no  just  reason  why  the  Government — that  is.  the  w'hole  jieople — should  have 
the  expense  of  storing  gold  for  individuals  or  bankers  ; as  for  issuing  certificates 
to  cover  gold  deposited  for  coinage,  it  is  simply  another  case  of  individual  saving 
at  the  expense  of  the  people.  A person  or  corporation  bringing  gold  bullion  to 
the  mint  for  coinage  that  is  not  willing  to  take  its  equivalent  in  any  form  of 
money  that  the  Government  has  to  offer  should  wait  till  the  gold  is  coined. 

A tabulation  of  the  essential  features  pertaining  to  each  of  the  forms  proposed 
follows.  Where  j)resent  forms  are  retained,  certain  changes  in  detail  have  been 
made  necessary  by  the  retirement  of  present  legal  tenders. 

It  is  hoped  that  in  this  re-statement  of  familiar  things,  or  in  the  new  ideas 
submitted,  or  in  their  systematic  grouping,  there  may  be  found  some  permanent 
and  substantial  gain  for  Currency  Reform.  " 


Proposed  United  States  Monetary  System. 


Fkatures. 


(iolcl  Coin. 


Subsidiary  Silver, 


Minor  Coin. 


Silver  DollarB.  Silver  Certificates.  National  Currency.  Gold  Certificates.  Credit  Currency. 


Weight 


Fineness 


25.8  grains  to  the  385.8  grains  to  the  5-cent  piece— 77.16 

dollar.  dollar.  grains;  % copper, 

nickel.  1-cent 
piece — 48  grains  ; 

900/1000.  900,'1000.  ZTziul 


Ratio  to  Gold. . 


14.51)3  to  1. 


Limit  of  IsRie. . Unlimited  coinage 


As  needed. 


Denominations.  $20,  $10,  $5,  $2.50.  ^ ^^lO^cems  ® cents,  1 cent 


412.5  grains. 


900/10C0. 


15.088  to  1. 


Legal  Tender. . 


Unlimited. 


Treasury.  papers. 


To  amount  of  cir- 
culation. Issued  75  per  cent,  of 
to  correspondents  banking  capital, 
for  coin. 

ftio.ooo.  «?innn 


$1,000,  $100,  $.50,  I $1,000,  $100,  $.50,  $10,000,  $5,000,  VoW 

,$:’0,  ^^10.  $10.  $1,000,  $500,  $100.  -X’ 


Not  to  exceed  $10.  Not  to  exceed  25c.  Not  to  exceed  $50.  Not  a tender. 


Not  a tender. 


Not  a tender. 


Not  a tender. 


Receivable 


Tn  tho  flmnnnt  of  To +>10  nTi-»o«nf  rf  For  ull  publiC  duCS 

For  all  dues.  ^ For  all  public  dues,  except  duties  on  For  all  public  dues.  For  all  public  dues. 

imports.  I 


Exchangeable . . 


For  any  lawful 

money  available  For  silver  dollars  For  subsidiary  sil- 

froin  current  or  minor  coin.  ver  coin, 

funds. 


ra”tp/' nr  ^ ^or  dollars  Or  For  any  lawful 

nnin  flt  thn  Trina*^  Smaller  Coin  at  money  available  n?**'*®’ 

the  Treasury  or  at  from  current  at  the  Ireasury 


urfor  at  an  V sub-  Treasury  or  at 
^ treasur/  sub-treasury. 


funds. 


from  any  money 
available. 


For  all  public 
dues  except 
customs. 


At  banks. 


Redeemable  . , , 


In  silver  dollars  in  In  silver  dollars  in 
sums  of  $20  or  sums  of  $20  or 
multiples.  multiples. 


In  silver  dollars.  currency  bonds  In  gold  coin  at  the 

at  par.  bank  of  issue. 


In  gold  coin  at 
bank  of  issue 
or  through  re- 
demption agen- 
cies. 


Note— Form  of  statement  taken  from  Muhleman's  “Monetary  Syitems  of  the  World,”  by  permission. 
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